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There are two theories explaining reasons for trade and industrial distribution. 
Comparative advantage theory holds that countries trade because of inherent differences. 
The economic geography theory holds that countries trade to take advantage of increasing 
returns and product differentiation. Krugman proposed a famous theory named home 
market effect based on the economic geography: In a world with increasing returns and 
transport cost, countries tend to export those products which they have relative large 
domestic demand. There is no home market effect in the comparative advantage world. 
Hence, whether home market exists is the key to distinguish these two theories. 
Since the late 20th century, many cities in China banned motorcycles. This policy 
affected the composition of domestic demand of motorcycles. The suppressed high-end 
market makes the quality of export products decline under the mechanism of home 
market effect. This paper examines the existence of home market effect by testing the 
change of export of China’s motorcycle industry. To achieve this, this paper uses a 
“difference-in-difference-in-difference” specification to control both demand shocks and 
supply shocks. First, this paper selects an industry which is highly technically similar to 
motorcycle industry to control supply shock. Second, this paper selects a country which 
faces similar export market. The empirical results display that the overall quality of the 
export of motorcycle fell after the policy. The home market effect exists in Chinese 
motorcycle market. 
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理论。其中，对新贸易理论的产生影响最大的是Dixit and Stiglitz(1977) [11]的模
型，它使得对有内部规模经济的垄断竞争的市场结构进行一般均衡分析变得简单易







济增长模型的兴起产生了重要的影响。Helpman and Krugman(1985) 将种类繁多的
理论模型进行了综合, 建立模型分析以规模经济和不完全竞争为特征的国际贸易，
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